Argentina Permits Wthdrawal s From Savi ngs
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By TONY SM TH

BUENCS Al RES, Sept. 30 - Banks started to ease a

ni ne-nonth-old freeze on the savings accounts of Argentines
today, in a nove the governnent hopes will help breathe
life into the noribund econony and hel p the recession-weary
country nove closer to a rescue deal with the Internationa
Monet ary Fund.

The governnent ordered banks to all ow depositors to

wi thdraw at | east 7,000 pesos ($1,900) fromformerly frozen
ti me-deposit accounts starting tonorrow. At |east two banks
- the Spani sh-owned Banco Francés and Banco Ri o - began

al l owi ng wi t hdrawal s i medi ately.

The thawi ng of the accounts is an inportant test for the
country's banki ng system protected by tight restrictions
i mposed | ast Decenber to halt pani cked withdrawal s by
depositors who feared - rightly, as it turned out - that
the peso was about to be deval ued. Custoners took sone $20
billion out of the banks over the 11 nonths before the
freeze was i nposed, as Argentina slid into coll apse.

The government expects sonme of the newly released cash to
be quickly spent, giving retailers and the econony a
wel come bit of stimulus.

The nmove could also be a first step toward a broader
solution to the frozen-deposit problem analysts said, with
bal ances over the 7,000-peso limt likely to be converted
into a blend of government and bank-issued bonds. C earing
up the problemis a major precondition set by the I.MF.
for the resunption of econom c aid.

"Over the past two nonths, Argentina's financial nunbers
have shown a clear inprovenent," said Carlos Pérez,
executive director of Fundaci 6n Capital, a research group
here. "It could allow the financial systemgradually to
start nornmelizing."

After eroding sharply early in the year, Argentina's
central bank reserves have clinmbed back over $9 billion
and the banking system s liquidity - ready assets as a
percentage of total deposits - has clinbed to 18 percent
from 11 percent three nonths ago, M. Pérez said.

"But does that nmean Argentina's problens are over?" he
asked. "Not at all. The inprovenent is still precarious
rather than robust."

O ficials at Banco Francés, owned by Banco Bil bao Vizcaya
Argentaria of Spain and reinforced in June by an additiona



$250 million in capital fromthe Spanish parent, said bank
branches were operating normally and there had been no nad
rush to pull out the 10,000 pesos ($2,750) the bank was
all owi ng each saver to withdraw.

Still, many customers were seizing the opportunity. "I
don't know what I'll do with it, but I"'mnot leaving it in
here," said Julieta Marquez, a 41-year-old honmemaker, as
she I eft one Buenos Aires branch of Banco Francés with her
savi ngs.

Her sister-in-law, Elisabete Guillerno, 30, said she would
use her noney to support herself and her 11-year-old son
until she could raise enough cash to go to Japan, where she
has fam|y.

One source of dissatisfaction was the fact that withdrawals
were paid in pesos, even for accounts that had originally
been deposited in dollars. Advocacy groups have staged
protest after protest in Argentina recently demandi ng that
dol | ar accounts be repaid in dollars, wthout success, and
many custoners seened ready to accept pesos.

When the accounts were created, one peso was worth one
dol lar; that rate had been fixed since the early 1990's.
But the peso was floated in January, after the freeze was
i nposed, and has since lost nmore than two-thirds of its
val ue, slunping to 3.65 to the dollar

Most anal ysts today foresaw littl e new downward pressure on
the peso fromthe account thaw, because the central bank
has enough reserves to cope even if savers chose to

i medi ately convert every unfrozen peso they could get into
dollars, sone $400 nmillion to $500 nillion

Many al so predicted that savers would | eave nmuch of their
noney on deposit for now and draw it out |ater to cover
daily living costs.

"A lot of people are accepting this because they need the
noney to buy food or nedicines - basically they need to
survive," said Juan Selimn, the owner of a sporting goods
store who has organized a pressure group called the
Associ ati on of Swi ndl ed Argentine Savers.

"I personally won't accept it, until they tell ne they'l
give me my savings back in dollars,” he said, "but |I fear
nost people will give in. W don't have the powerful |obby
t he banks have."

M. Perez said the success of the thaw will depend on the
courts, where individual depositors have won a series of
rulings granting themfull access to their funds despite
the freeze, and on success in getting new assistance from
the .MF. to ease pressure on the banking system

There were signs today that an Argentine del egation to



Washi ngton | ed by the econony minister, Roberto Lavagna,
was edging toward a deal with the fund' s negotiators. The
president of the central bank, Al do Pignanelli, promn sed
that if the tal ks succeed, the bank will print no nore
pesos this year, showing its resolve to head off any danger
of hyperinflation.

"This is not the |last chapter in this story, but on the
whole it is a positive step," said Fernando Losada, chi ef
Latin Anerican econom st at ABN Antro in New York. "The
I.MF. would have |liked to see current accounts eased
first, because that's where a | ot of working capital is
cooped up,"” he said, referring to business and persona
checki ng accounts, which were not affected by today's thaw.

"But the bottomline is that it is a positive step," he
added.
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